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SUBJECT: Conputer Technol ogy & Equi prrent Contri butions To School s
Deduction/ Conformty

DEPARTMENT AMENDMENTS ACCEPTED. Amendments reflect suggestions of previous analysis of bill as
introduced/amended

X AMENDMENTSIMPACT REVENUE. A new revenue estimate is provided.

AMENDMENTS DID NOT RESOLVE THE DEPARTMENT'S CONCERNS stated in the previous analysis of bill as
X introduced FEBRUARY 19, and AS PROPOSED TO BE AMEND@®PRIL 13, 1998)

X FURTHER AMENDMENTS NECESSARY.
DEPARTMENT POSITION CHANGED TO
X REMAINDER OF PREVIOUS ANALYSIS OF BILL AS INTRODUCED FEBRUARY 19, 1998, STILL APPLIES.

X OTHER - See comments below.

SUMMARY OF BI LL

Under the Bank and Corporation Tax Law (B&CTL), this bill would allow taxpayers
an augnmented charitable contribution deduction for contributing conputer
technol ogy and equi pnent to educational institutions in California.

SUVMVARY OF AMENDIVENT

The April 23, 1998, anendnent:
¢ limted the deduction to bank and corporation taxpayers;

¢ limted the deduction to contributions made to educational institutions |ocated
in this state;

¢ added a reference to the Internal Revenue Code (I RC) as added by Section 224 of
Public Law 102-34; and

¢ specified that federal provisions relating to conputer construction by the
t axpayer and the sunset date of the deduction do not apply for purposes of the
state deduction.
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The policy and inplenmentati on concerns discussed in the departnent’s anal yses of
the bill as introduced February 19, 1998, and As Proposed To Be Amended (April 13,

1998) that still apply are restated as follows. A new revenue estimte and
techni cal concerns also are provided, resulting fromthe April 23, 1998, anendnent.
The remai nder of the previous bill analysis still applies.

Pol i cy Consi deration

By further broadening the federal augmented deduction for state purposes,
this bill would not conformto federal |aw and would increase conplexity for
t axpayers.

| mpl enent ati on Consi derati ons

Definitions are needed for: "public or private institutions,”" "elenentary
and secondary institutions,” "comunity colleges,"” and "nodified property.”
Further definition is needed for "educational institution."”

The author’s intent is unclear on the provision that the nodified property
"be sold regularly by the manufacturer in order to be treated as newy
acquired or constructed property."” darification is needed.

Techni cal Consi der ati ons

The reference to the federal lawis nunerically incorrect. The Public Law
nunber for the relevant federal |egislation, the Taxpayer Relief Act of
1997, is 105-34, rather than 102-34.

Tax Revenue Estimate

The revenue inpact of this amended bill is estimated to be as foll ows:

Esti nmat ed Revenue | npact of SB 1985
| ncone Years After 12/31/97
Enact nent Assumed After 6/30/98
(I'n $M I 1ions)

Fi scal Years 1998/ 99 1999/ 00 2000/ 01
Revenue | npact (5) (4.5) (5)
( Rounded)

Any possi bl e changes in enploynent, personal incone, or gross state product
that nmight result fromthis bill are not taken into account.

Tax Revenue Di scussi on

Revenue | osses woul d depend upon the anobunt of augnmented charitable
contribution deductions clainmed for property (conputers) donated to
educational institutions and the effective tax rate of contributing
cor porations.

This bill expands federal requirenments by allow ng augnmented deductions for
contributions of conputer equipnent and software by corporations to any
Cal i fornia educational institution
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This revenue estimte reduces the previous estimate (April 13, 1998,
version) by 10%to reflect the elimnation of business donors under the
Personal Income Tax Law.



